The European Union (EU) failed repeatedly to hold Greece accountable for violations of the Treaties it signed over the past five decades. In particular, the EU not only did not express reservations in the face of these violations, but on two crucial occasions, in 1979 and again in 2000, it even rewarded Greece with concessionary decisions, which contributed significantly to its present calamities. Hence, there arises the following question: How can we explain these EU failures in the case of Greece? The objectives of this paper are twofold: First, to highlight the circumstances which prompted the EU Authorities to treat Greece as a special case, and second, to sketch briefly the rudiments of an answer to the preceding question. 
Introduction
Prior to 1974 Greece achieved: high economic growth rates (≈ 7%); remarkable price stability (<2.5%), which enhanced the international competitiveness of Greek products and services and maintained the balance of payments under manageable control; enviable reduction of unemployment (<2.5%); significant improvement and expansion of social services; and it achieved all these results by incurring a very limited public debt (<12.5% of GDP in 1974). After 1974, economic growth fell to about one third (≈ 2.4%) and the unemployment rate more than doubled in the period 1980 (≈ 6%), while in the decade of 2000 it nearly quadrupled (≈ 9%). The explosive deficits in the Balance of Payments were contained only thanks to large EU aid, and the budget deficits carried public debt to unsustainable heights (≈ 150% of GDP in 2011) . So now Greece is under the supervision and tutelage of her creditors.
Some economists may think that the setback happened because, before 1974, the Greek economy was nearly "closed", whereas after its accession to EU membership in 1981 it opened to international competition.
2 But the setback was mostly due to three groups of other factors. The first and most significant has to do with the resistance of Greek governments in introducing structural reforms in line with the "economic constitution" of the EU, i.e. the Treaty of Rome, particularly after 1975. The second is associated with the inefficiencies that took hold in the domain of public administration and the wider public sector; and, lastly, the third group of negative factors 2 The European Union (EU) has evolved in many directions. Two of them are the number of participating countries (e.g., EU6 refers to the 6 founding membercountries) and the nature of the union from an economic point view (e.g., the European Economic Community (EEC) was a custom union). Henceforth I shall refer generally to EU and to particular abbreviations like EEC only when needed for reasons of emphasis.
relates to the specific economic policies that were implemented.
This paper addresses the following issue: Greece signed an Association Agreement with the EEC in 1961; this aimed at full membership within 22 years. 3 The agreement was partially frozen for seven years (1967) (1968) (1969) (1970) (1971) (1972) (1973) (1974) at the initiative of the EEC Commission as a reaction to the military regime that assumed power in Greece in 1967. It was re-entered into force upon the restoration of parliamentary democracy in 1974. Subsequently, Greece became a full member of the EEC in 1979 and of the European
Monetary Union (EMU) in 2000. 4 As noted above, in the course of these years Greece went from riches to rags. Most certainly the major share of the blame should be attributed to the failures of the authorities in Greece herself. But should the EU be absolved of all responsibility for what has happened? The objective here is to search for an answer.
Section 2 pursues two tasks: First, it explains the challenges Greece faced at the time the Association Agreement was concluded in 1961; and, second, it assesses the effectiveness with which Greek governments dealt with these challenges, as well as the initiatives the EU authorities took to assist Greece in preparing for full membership in the 22 years that this agreement allowed. Sections 3 and 4 take up the same tasks as above for the periods of full membership and since 2000 when Greece acceded to the EMU. Then, in view the calamities that befell Greece in recent years, In the preamble to the Agreement of Association the contracting parties recognize that "The support given by the EEC to the Greek nation's efforts to improve its standard of living will eventually facilitate the accession of Greece to the Community." Furthermore, the contracting parties agreed to consider the possibility of accession: "when the operation of the Association Agreement makes it possible to envisage the integral acceptance by Greece of the obligations under the Treaty establishing the European Economic Community [GB: they meant the Treaty of Rome]." (Article 72) 4 The treaties of Greece's accession to the EEC and to the Eurozone were ratified in 1979 and 2000, and summarises the findings and draws some conclusions.
1961-1981: What went wrong that the EU Authorities ignored
The tariff regime that the Association Agreement established was favourable for Greece. In particular, the Agreement created a declining tariff advantage over a period of 12 years, which was designed to bring about two results: First, to give the Greek economy time to start growing through increased exports to the Community, and hence with lesser constraints to her Balance of Payments, and, second, to adjust to the more competitive countries of the EU, thus enabling it to stand on its own in the face of the demanding conditions within the Community. Eichengreen (2007 ), Georgakopoulos (2002 and many other researchers have found that the agreement yielded favourable effects for Greece, since it helped the products of her traditional industrial sectors gain shares in the EU markets and perhaps 5 After 1974 Greece progressed further into a statist country. Gwartney, Hall, Lawson [2006] find, for example, that from 1980 to 2008 Greece with respect to: (a) property rights protection, fell the 50 th position from the 25th; (b) the conditions for commerce, mainly towards third countries, tumbled to the 80th position from the 39th; and (c) state regulations in credit markets, labour markets, and enterprises, slipped to the 90th position from the 72nd. It is also noteworthy that on the basis of price controls and barriers to entry, Mylonas, Papaconstantinou [2001] find that in 1998 Greece ranked as the most illiberal country in the European Union.
it contributed also to her rapid economic growth over this period. However, when the usefulness of the Association was debated in the late 1950s, the issues regarding exports were neither the only issue nor the most important. The main focus of the debate was on the structural reforms that Greece would have to adopt in order to integrate smoothly into the Community within the 22 years of adjustment that were provided for in the agreement. To ascertain beyond any doubt that this was the case, here is how Papandreou (1962) summed up the challenge that Greece confronted at the time:
"Greece has recently concluded an Association Agreement with the European Common Market with the prospect of full membership some 22 years hence. It is fair to say that, given the terms of the association, Greece has a small margin of time in which to achieve the structural transformations needed for survival in the European Common Market."(p. 25) Moreover, regarding the nature and range of the "structural transformations" that were needed, Papandreou (1962) was certain that these ought to be oriented towards the social and economic environment envisaged by the Treaty of Rome. Below is a sample of the reforms he considered urgent for Greece's survival, not just in the Custom Union of EEC, but in the expected economic union, the "European Common Market": "There is a pressing need to streamlining the presently cumbersome "system" of government regulation of economic activity. In some sense there is "too much" government on the Greek economic scene, while there is too little research and too little planning, and the organizational apparatus for the execution of various plans is practically absent. The mosaic of fiscal credit and market regulations which are subject to abrupt changes without notice can hardly be expected to encourage private investment activity of the right kind."(p.103) "Where the market mechanism, the competitive process is allowed to perform the resource-allocation task, it ought to be allowed to work. The rewards for success should be high -but so should be the penalties for failure. The barriers to entrywhich in Greece reach unusual heights -ought to be lower if not removed. "Saturated" lines of endeavour and "closed" professions ought to be exposed to the rigors of the competitive process."(p. 104) "The overwhelming emphasis which is presently given to large and spectacular but narrow-scope projects must give way to a systematic exploration of the developmental possibilities of small industry (including agriculture-based small industry)…"(p. 104) "…It is essential to come to understand that an efficient export sector cannot be grafted upon an inefficient economy. Greece's low capacity to export is a symptom of structural weakness, of resource misallocation, of missing links in the distribution chain -and should be handled as such. Special measures, such as preferential credit and fiscal treatment for export-oriented firms, while of doubtful effectiveness in the short-run, are often distinctly harmful in the long-run."(p. 105) So, given that what had to be done was well-known to all parties who decided to place Greece on a path of full EU membership, the question is:
Did they rise to the challenge their responsibilities entailed?
In Bitros (2013) "…besides, of course, the inappropriate economic policies, which do not seem to have initiated the troubles but which certainly led to a deterioration in the situation, a number of external and internal factors could be mentioned, including the 1978 and the 1985 oil price increases, the rise of the South Eastern Asia countries, which were producing a similar range of manufactured products at lower cost, the inappropriate model of Greece's development in the post-war years etc. However, the most important factor seems to have been full membership of the European Community, something for which the economy was totally unprepared. This sounds strange for a country that has been an associate member of the European Economic Community for 20 years and was supposed to gradually align tariffs and prepare itself for the final accession as full member, while receiving substantial amounts of resources from the EU budget. Although the country was simply supposed to prepare itself to become a full member of the European Communities it was, in reality, totally unprepared." Moreover, if these assessments are not convincing enough, one may be reminded that the "structural transformations" Papandreou (1962) an common market, the EU authorities ought to have disallowed Greece from entering into the EEC totally unprepared as she was. Why did they do so is an issue to which I will return later, in Section 5.
1981-2001: Divergence instead of convergence
The Agreement of Accession of Greece to the EEC came into effect in 6
This criticism applies mainly to EU's leaders, since from official documents we know that the technocrats in the European Commission expressed strong reservations about the preparedness of Greece to enter as a full member into the EEC. For example, According to the opinion that the European Commission presented to the Council in January 1976:
"The Greek economy at its present stage of development contains a number of structural features which limits its ability to combine homogeneously with the economies of the present member states."(p. By then he had forgotten what he wrote in Papandreou (1962) and many other books as a research economist with top notch international reputation. In retrospect, it now seems that once he turned to politics, nothing was more useful for him than the means and the slogan to stay in power.
The debacle of financial assistance
A central policy objective of the EU has been to promote the convergence of the economies of the member-states at the national and regional levels.
The implementation of this policy is pursued by various means, including the provision of financial assistance. 1970-1996 and 1981-1997, respectively , and the same trend is reported by Petrakos, Psycharis (2006) using improved data and more sophisticated econometric techniques. Thus, given that a large share of the EU assistance was earmarked for projects that sought to promote convergence of the less to the more affluent regions of Greece, these findings indicate that the policy failed at this level as well, and indeed not without EU responsibility, for three reasons: First, because the EU designed and put in place the allocation mechanisms of the assistance. Second, because EU had final authority for approving the projects and monitoring their implementation; and third, because the EU failed to prevent the widespread abuses that accompanied the administration of the assistance by successive Greek governments.
Furthermore, with regard to the last point, it is important to note that, even worse than the failure of the financial assistance to boost convergence, were its unintended effects on the attitude of citizens and on the integrity of the relatively feeble institutions that existed in Greece. Today it is customary for foreigners to refer to Greece as a highly corrupt and inefficient country.
But few wander what the easy money of financial assistance would do to their countries and institutions, if the donors trusted that governments would abstain from the temptation to use the assistance unscrupulously in order to perpetuate their presence in government. The astonishing realisation though is that, in the case of Greece, the EU Authorities failed badly, because had they read the report that Porter (1947) submitted to the USA administration, they would have concluded that Greek governments could not be trusted to put in place the necessary mechanisms for utilising the assistance effectively and without compromising its intended purposes.
Structural reforms in reverse
In the late 1970s, the few domestic economists who were openly supporters of the free market economy reckoned that, despite the high adjustment costs that would be involved, full membership in the EEC was valuable and useful because, as, at last, Greek governments would be forced to introduce structural reforms in the directions foreseen by the Treaty of This term was used to describe the extensive nationalisations that were undertaken by the supposedly conservative government of Constantine Caramanlis.
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Through the so-called Organization for the Restructuring of Enterprises (ORE), besides nationalizing healthy companies such as the Heracles Cement Company, PASOK used the control of the National Bank of Greece and other big banks to nationalize nearly bankrupt groups of companies such as PiraikiPatraiki, which were kept alive by loans not justified on "business" terms. This was done in order to avoid unemployment in politically sensitive areas. From the 67 enterprises that were taken over by ORE, all but 3, which are still running with government supports, have shut down. Unfortunately, this policy, i.e. of not allowing the natural death of moribund enterprises for reasons of political expediency, has been followed by all subsequent governments and as a result, to some extent, we are faced with the same problem today.
ing a policy which benefited the politicians, the shareholders and the workers involved, and sent the bill to the taxpayers.
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At the end of the 1980s the structural divergence of Greece peaked and mainstream politicians, who worried about the continuing stagnation of economic growth and the huge public deficits that pushed public debt to unsustainable levels, started to talk about market-oriented structural reforms. The first government that embraced liberalisation, deregulation and privatisation was the one under Prime Minister Constantine Mitsotakis, which governed from 1990 to1993. However, as it was burdened with the mess left over by Papandreou's governments and ministers from the old statist guard, it didn't accomplish much in the above fronts; 12 nor were any meaningful structural reforms undertaken by the governments that followed, even though Prime Minister Costas Simitis, as head of subsequent PASOK governments, committed very frequently to act. Thus, with the full acquiescence of the EU Authorities, the structure of the Greek economy became exceedingly unfit for survival in the competitive environment of world and EU markets. 
Scary imbalances
In recent years there has been a lot of talk about the so-called "Greek sta-
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Modest estimations show that the cost to taxpayers from the operations of the socalled Organisation for the Reconstruction of Enterprises reached 3 billion Euros. 12 Mitsotakis's government had only a one seat majority in the parliament. As a result, it was politically weak and it could not control the powerful unions in the wider public sector, and most particularly in the electricity, telephone and transportation state-owned enterprises. This experience should have given ample warning to the EU authorities regarding the structural deformities that dominated labor and other markets in Greece. 13 In the late 1990s numerous researchers stressed that even before entering the European Monetary Union (EMU) Greece had more regulations of markets for goods and services and more of labour markets than any country in the EU. On this, see for example Nicoletti, Scarpetta, Boylaud (1999) . "From now on, we must forget the stereotypes of Greece's marginalization in the Union because they are obsolete. I share the author's assessment of the current position of Greece in Europe as a success story, whether this be in items of to its political, economic or administrative evolution, its integration into the EMU and the single market or its international stance. I also know the huge role Prime Minister Kostas Simitis has played in this success, which I feel should be emphasized in this brief forward."
After this ebullient view of the prospects of Greece in the Eurozone, there can be no surprise that fiscal aggregates derailed again for good. For those who still doubt that the EU bears a good measure of responsibility, Figure   2 shows how the current tragedy of Greece started to evolve right after 2002. In particular, starting from 1993 in the years of observation 1998-1999 governments managed to shrink public deficits (in figure 2 it is shown as declining negative public savings, i.e. borrowing) well enough to achieve the admission of Greece into the Eurozone. But, subsequently, public deficits accelerated until in recent years they exploded and brought
Greece to the brink of open bankruptcy. To corroborate further that this assessment is based on solid evidence rather than on casual observation, here is one of the many sharp verdicts Katsimi, Moutos (2010, 569) arrive at in their very meticulous study:
"The Greek economy entered the second phase of the pre-EMU accession period in 1994 with both a large public debt and a large budget deficit, and went through a reduction of 9 percentage points (of GDP) in its budget deficit between 1993 and 1999 in order to be admitted to the euro area. Unfortunately, these efforts were to a large extent abandoned in subsequent years. This was because, in the pre-EMU accession phase, the threat of exclusion acted as a hard budget constraint that forced the Greek government to redress its fiscal imbalances. In contrast to the output-driven, "hard-conditionality" of the preaccession period, the EMU period was characterized by the "soft-conditionality" of the Stability and Growth Pact (SGP), which allowed Greece even more than other governments to breach both the letter and the spirit of the Pact."
In other words, as Greece had done in the past with the Treaty of Rome (1957), it violated repeatedly the letter and the spirit of the Stability and Growth Pact (1997) and yet EU leaders looked the other way.
Why EU treated Greece as a special case
The presentation in the preceding three sections leaves no doubt that the EU Authorities failed repeatedly to hold Greek governments accountable for violations of the Treaties Greece signed with the EU over the past five decades. In particular, not only they did not remain aloof in the face of these violations, but, in two crucial occasions, in 1981 and 2000, they even rewarded Greece with concessionary decisions. In this light the question that comes to mind is this: How can one explain these failures of the EU in the case of Greece? The objective below is to describe briefly the rudiments of certain possible explanations. and Karamanlis' warnings.
Tying Greece to the West
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The above scenario explains rather convincingly the EU decision regarding the 1981 Agreement of Accession and the generous financial assistance that followed. But it is less illuminating regarding the EU decision in 2000 to admit Greece into the EMU because, by the early 1990s, Pa-15 Perhaps it is of some importance to note that Greece re-entered into the military branch of NATO on October 22, 1980. 16 A reader has suggested that the EU decision in 1981 may have been influenced also by two additional factors: Namely, the interest of certain key European leaders in the purchases of military equipment by Greece, and the solidarity among socialist parties which were coming to power at the time. Perhaps they did play some role. But there is no way of knowing and in any case, with the major challenges that Greece presented, their influence could not be more than marginal. The second explanation is the following.
A latent strategy for Greece's Europeanisation
From a structural point of view Greece was unprepared to enter into the Eurozone. After it entered, economists knew that, if Greek governments procrastinated in adopting the necessary structural reforms, eventually the consequences would be domestic deflation in the form of significant undesirable adjustments in the real wages and in the rate of unemployment. In addition economists knew that domestic deflation would become necessary sooner than later depending on the size of public deficits and debt.
Hence, EU leaders guessed that, if Greek governments failed in the front of structural reforms and went over a fiscal cliff, there was a real possibil-ity that their countries might be called upon at some point to bail Greece out. Still they decided to let Greece enter into the Eurozone. My proposition is that they did so because, if the case came down to bailing Greece from bankruptcy, they believed that the cost would be well worth it. Why would that be so? An answer is that, it would give them the opportunity to control the terms of Greece's true Europeanisation once and for all.
Natural resources and markets
The going for Greeks is tough now because, in addition to the economic sacrifices and the suffering from unemployment, the structural reforms underway demand of them to change their habits and thinking. In this unsettled climate, politicians, opinion makers and media with adversarial views, genuine or contrived, regarding the Europeanisation of Greece, attempt to gain followers by claiming that the EU is after our "natural re- The key resources in Greece include iron ore, lignite, zinc, lead, bauxite, nickel, petroleum and magnesite. In 2010, Greece was the world's fourth largest producer of pumice and a leading producer of perlite; it produced about 1% of the world's bauxite and 9% of the world's bentonite, whereas it held a leading position in Europe in the production of Nickel.
But from these only bauxite and nickel have surfaced systematically in the lists of critical minerals.
A feasibility study in 2006 established that Greece can become the top producer of gold in the EU. Also, various reports in the last few years have foreshadowed good prospects for the discovery of petroleum and gas deposits. But these possibilities are still in the exploratory phase. Therefore, based on the above, it is unlikely that the availability of fossil fuels and minerals played any significant role in the EU decisions with regard to Greece.
History and civilisation
In Bitros, Karayiannis (2010 , 2013 we established that the wealth and the marvels of ancient Athens that we admire so much today resulted from the ingenious combination ancient Athenians achieved of democratic institutions with an outward looking economy based on free markets. By implication, Greeks knew and practiced the principles of democracy and of free market economy on which the EU is founded long before any other European nation. Western civilization, not only in ancient but also in modern times. Therefore, EU leaders, most of whom have been raised on the "classics", may have a tendency to treat Greece as a special case because of her overall presence in the world, downplaying the problems of her economy.
Greece is "too small to matter"
The argument outlined above, according to which EU Authorities took a bet when they decided in 2000 to admit Greece into the Eurozone, gains support from still another consideration. This emanates from the realisation that, since Greece has very small weight relative to the mass of the EU, whatever social and economic shocks might arise from her side they would be utterly unlikely to cause any problem for the EU as a whole. Expressing the same thought differently, if an expert stood in 2000 and looked into the future of the common currency, no matter how smart and knowledgeable, he could not have imagined a situation where the mismanagement of Greece's economy would have created the possibility of bring-ing down the European, and through it the international financial system.
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However, in the last four years, experience has shown that, from the mismanagement of big banks in the USA, which were thought to be "too big to fail", to the mismanagement in the EU of a small economy like that of Greece, which was thought to be "too small to matter", such possibilities do exist and, if they are allowed to materialize, their consequences might be catastrophic for the democratic way of living.
To conclude, in 2000 EU experts and leaders could not have been aware of the risks that the failure of a small economy like Greece might cause a cascading failure, which could potentially bring down the entire European monetary system. No one knew of the existence of such "systemic risks", so most likely they took the bet by underestimating the cost of bailing out Greece in case she went bankrupt. Hence, in this light, it is not surprising that the leaders of Germany and France find it hard to explain to their citizens why they will have to share in the costs for preventing the open bankruptcy of Greece.
Massive EU institutional failure
The presentation in Section 4 established beyond reasonable doubt that Greece violated systematically the letter and the spirit of all treaties she signed with EU in the last five decades. In the preceding sub-sections I commented on several conceptualisations which have been advanced in the literature in order to explain the crucial decisions of EU leaders to admit Greece to the EEC in 1979 and to the Eurozone in 2000. However, nothing that has been said so far precludes the likelihood that the EU responsibility for what happened in Greece may lie with the implementation and monitoring mechanisms which have been setup to make sure that country-members abide by their obligations.
In this respect, one should be reminded that much ink has been wasted as to whether Greece provided her partners with the correct data regarding public deficit and debt prior to entering the Eurozone. But these issues are secondary to the violations that the Greek political class committed in failing to advance the agenda of the Treaty of Rome and the necessary structural reforms, which would have made Greece a viable member of the Eurozone. Didn't the administration in Brussels see what was happening in the 1980s and 1990s with the mess Greek governments made of the Greek economy? Didn't they see the massive frauds in the usage of the Community assistance and the wasteful projects to which it was directed? How could they cooperate in the destruction of the Greek agriculture without insisting in its timely restructuring? These and numerous other questions need to be addressed soon by the European Commission in the spirit of democratic accountability. For, until they do so, European citizens living in Greece will be entitled to suspect that they are victims of a massive EU institutional failure, since a country as ill prepared as Greece was admitted into the monetary union. 
Summary of findings and conclusions
In 2000 the structure of the Greek economy was further away from what was envisioned in the Treaty of Rome than it was in 1961. Markets were regulated centrally by administrative controls, stifling competition and reducing the flexibility of the economy to adjust to domestic and external shocks.
Professions were "closed" to protect the incomes of privileged minorities. The public sector in the narrow sense was oversised and operated extremely inefficiently, whereas the broader public sector was dominated by powerful labour unions, often holding the government and the citizens hostage, etc. Thus, in view of Greece's demonstrable unpreparedness to join the Eurozone, only partly geopolitical but mostly reasons that can traced in significant EU institutional failures and underestimation of systemic risks explain why EU leaders decided to let it proceed.
With their decision EU leaders took a bet. If Greek governments did introduce the required structural reforms, Greece would transform herself into a true European country and all would be fine. If they didn't, the time would come soon for domestic deflation and then they would have to bail out Greece in order to avert an open bankruptcy. But, in that eventuality, they would have the ability to dictate the terms and the speed of structural reforms. This is exactly what is happening now and the major likelihood is that, within a few years, Greece will turn into a truly European country.
Unfortunately, the cost to the Greek people is much-much higher than if structural reforms had been introduced in smooth and timely fashion. But, in a democracy, the sovereignty of the people comes with a cost; the Greek people ought to have watched out for the integrity and the character of the leaders they elected all these years. In my view this explanation rationalises exceptionally well the behaviour of EU leaders, as well as my predictions all along that they would foot whatever bill for bailing out Greece.
